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Introduction

With over 58,000 U.S. cities and counties, each with their own tax rules and regulations, sales tax
compliance is labor-intensive, complicated, and costly for companies who do business across state
lines.

Being the “tax collector” for multiple tax jurisdictions means monitoring rates in hundreds and
sometimes thousands of locations, getting those rates into financial or point-of-sale applications,
collecting the correct amount of sales tax, and preparing and submitting returns. While automation
can reduce this burden, automating all the tasks within the compliance process is unrealistic for
most companies. Instead, automating specific, time-consuming tasks within the sales tax compliance
process can be the most effective and cost-efficient solution.

This report focuses on one aspect of the compliance problem: the requirements around monitoring
ever-changing sales and use tax rates across jurisdictions. Companies can deploy easily-accessible,
quickly implemented, and affordable third-party sales and use tax rate tables as an effective tool for
satisfying critical business requirements for this tedious part of the compliance process.

Based on extensive experience in the field of sales and use tax consulting, this report examines
how the use of third-party tax rate tables can measurably improve the tax compliance process by
reducing the burden and risk involved.

Zeroing in on Tracking and Maintenance of Ra  tes

Often, automating individual tasks and processes within the sales tax compliance effort — rather
than attempting to re-engineer the entire process — can yield the biggest “bang for the buck” for
many companies. Case in point: automating rates tracking and maintenance.

Using sales tax rate tables to automate a portion of the compliance process focuses on improving a
set of tasks that typically involve a high amount of manual effort as well as a significant risk of
error. Third-party sales and use tax rate tables eliminate the manual searching and tracking of rates
using government Web sites, state forms, and booklets as well as the manual maintenance of these
rates in spreadsheets or other documents. Automatic updates from tax rate table vendors mean that
companies no longer need to dedicate resources to remain current on the hundreds of rate changes
and new taxes added each year.

Automating this effort-intensive portion of the compliance process:

o Offers a costeffective, simple solution to a complex problem

e Reduces manual efforts and overhead costs

¢ Improves accuracy and mitigates audit risk

e Reduces total cost of ownership through fast implementation and easy maintenance

In addition, some tax rate table vendors provide tools to help companies upload the tax tables
directly to financial systems for an additional automation boost. Organizations currently using

financial systems that require manual input and updating of sales and use tax rates can further
reduce effort and error within the compliance process with automated import of third-party rate
data.
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Determining the Right Fit for  Sales Tax Rate Tables

There are many situations where sales tax rate tables, either stand-alone or implemented in concert
with other tax compliance or business solutions, can be the most costeffective and efficient means
to reduce the burden of the compliance process.

While each business situation is unique, there are a number of characteristics that indicate the
potential for using third-party sales and use tax rate tables. In general, companies with some or all
of the following requirements are good candidates for evaluating sales tax rate tables as a viable,
cost-effective solution:

o Multiple taxing jurisdictions

e Medium to low volume of sales transactions

e Currently relying upon manual efforts to track rates and changes
o Limited IT budget and expertise

Real-World Examples of Reducing the  Tax Compliance Burden

The following case studies highlight companies where sales tax rate tables proved to be a suitable,
cost-effective solution to the tax compliance problem. These companies thoughtfully defined their
unique business and tax requirements, and used tax rate tables as an integral part of the solution.

Case Study 1: Highly-Effective, Low-Cost Solution for Growing Manufacturer

Requirements: A fast-growing, mid-sized manufacturer and
o Support current legacy business system used for reseller of pharmaceutical products needed to
use tax accrual purposes address the manual efforts and potential
Solution: errors involved in the sales tax compliance

o leverage third-party sales tax rate tables by
making modest medifications to the existing
business system

Benefits:
e  Eliminated manual process
Reduced errors

process. With business increasing, the limited-
value, tedious process was taking too much of
the tax professionals’ time. The company
sought a solution that would require minimal
business system changes while automating the

L]

e Freed tax professionals for other work highly manual and repetitive part of the

e Provided an auditable transaction history compliance process: sales tax rate tracking
e Independent source for tax rate information and maintenance.

ensured accuracy
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Case Study 2: Easily Accessible Rates Lookup for Technology Provider

Case Study 3: Up-to-Date Tax Rates Facilitate Customer Price Quotes

The Bottom Line: A Viable Solution for Large Companies, too
In all of these examples, initiating a wholesale change of business systems or a full implementation

of a third
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